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Re: D t Nos. 95-1

Dear Mr. Caton:

OpTel, Inc. (“OpTel”) hereby submits the attached ex parte letter, which
was first filed February 7, 1997, regarding the above-referenced proceeding.

Copies of the attached letter have been sent to the persons listed below to
address questions raised by them regarding the performance criteria that are
included within private cable service agreements with multiple dwelling units
(“MDUs"). Attachment C provides examples of the performance criteria that
appear in the contracts of OpTel and MTS, two of the nation’s leading private
cable operators. Because MDU owners and managers demand such performance
standards, other private cable operators use similar terms in their agreements.

Questions also have been raised regarding the use of revenue sharing
arrangements between private cable operators and the MDUs they serve. The
best evidence that these privately negotiated agreements inure to the benefit of
subscribers is that subscriber penetration rates climb significantly when a private
cable operator begins providing service to an MDU that previously was served
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by a franchised cable operator. The attached letter provides further information
regarding subscriber satisfaction and private cable penetration rates.

Respectfully,

U

Aftomey}ar OpTel, Inc. \

cc: William Kennard
Michael Riordan
Gretchen Rubin
Rebecca Dorch
Thomas Spavins
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First, as a technical matter, Time Warner has vastly understated the
difficulties of using “neutral lockboxes.” For instance, in an MDU with 300 units,
each service provider would be required to install 20 to 30 of their own lockboxes,
each serving 10 to 12 units, plus there would need to be an additional 20-30 neutral
lockboxes. The space required for this set-up would be substantial in all cases and
prohibitive in existing MDUs, particularly if additional providers come on-site.

There are also competitive issues raised by the neutral lockbox approach.
Apparently, any new provider would be required to rely on the franchised cable
operator, its competitor, to ensure that extensions are technically correct and for
certain customer service functions, ..g., switching a customer over to the
competitor’s service. As a practical matter, new entrants will not invest in a system
that depends for its success on the goodwill of its competitor.

B. The Need for Exclusivity

Given the economics of the MDU marketplace, the ability of competing
service providers and MDU owners to negotiate for exclusive right of entry
agreements is essential to the development of competition in this market.4 Service
providers need exclusivity to recover their investment in plant and equipment that
is needed to serve a MDU and MDU owners need it to tailor the best package of
video and telecommunications services for MDU residents. As discussed above,
competitive providers must recover the costs of their system installations MDU-by-
MDU. Franchised cable operators, on the other hand, can amortize their costs over
their entire franchise areas and support pricing discounts with implicit subsidies
from the non-competitive portions of their service areas.

Current exclusive agreements, which are the product of fierce competition
between and among the franchised cable operators and one or more private cable
or alternative video programming distributors, are vastly different from the
perpetual exclusive agreements that were forced upon MDU owners prior to the
introduction of significant competition.3 First, there’s a very sophisticated market
for MVPD services among MDU owners and condominium owner associations.

4 Both OpTel and MTS, for instance, report that they have decided not to compete in several
cities that otherwise offer attractive MDU markets, but which are located in mandatory access
states.

5 OpTel has determined that it has been excluded from serving some 41,000 MDU units in
OpTel’s primary markets alone because of perpetual agreements.
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Unlike residents in single family homes who have virtually no bargaining power
vis-a-vis a cable franchisee, MDU owners bargaining for an entire MDU can
negotiate for the highest quality services at the best prices. As a result, today’s
exclusive agreements typically are for a fixed term of years and include
performance standards regarding quality of service, price, channel selection, special
services, response times, etc. MDU owners can terminate the contract if the service
provider does not stay competitive with other providers in the market on price and
service factors. By way of example I have included in Attachment C copies of the
performance clauses that appear in the right-of-entry agreements of OpTel and
MTS, respectively.

Second, it has been claimed, by Time Warner and others, that in fact all that
MDU owners do is choose the MVPD provider that will pay the greatest amount of
money to the owner regardless of the quality or type of service involved; in effect,
charging a premium for exclusivity and then pocketing that premium. This is
simply not the case. Many MDUs around the country are condominia and
cooperatives, where the residents either are the owners or the building is managed
on behalf of the co-op owners. For the rest, landlords do not lightly ignore the
interests of the residents in having high-quality video and telecommunications
services in order to line their own pockets. Landlords, in this respect, are acting
principally out of self interest, since the residential real estate market is extremely
competitive. Landlords are in the business of renting units first and foremost, and
no incidental revenue from video services is going to make it economically rational
for a landlord to allow a service provider onto the property if the services provided
do not meet tenant expectations or are inferior to those of neighboring properties.

Third, the proof as to whether bad service is being forced upon the tenants is
whether subscriber penetration rates go up or down when an MDU owner switches
from an MSO to a private cable competitor. The subscriber penetration rates
experienced by OpTel and MTS demonstrate that tenants are pleased with the new
services offered by the competitor. OpTel has found that subscriber penetration
rates climb 10% or more after it begins serving an MDU that has previously been
served by a franchised cable operator. Similarly, MTS, which specializes in serving
newly constructed properties and thus has no means of “before and after” on-site
comparison between an MSO and MTS, has penetration rates that compare
extremely favorably city-wide with those of franchised cable operators. Whereas
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| _ penetration rates for franchised cable operators in MTS’ markets are in the 50%
‘ range, MTS has close to an 80% penetration rate in the MDUs that it serves.

‘ Attachment D details market-by-market MTS’ penetration rates.

[ hope that this information is helpful to yo.u in your consideration of these
important issues. [ would, of course, be happy to discuss any of the foregoing with
you at your convenience.

Respectfully,
égﬁ':/ oy
efry Goldb ~ \
cc: William F. Caton

Chairman Reed E. Hundt

Commissioner James H. Quello

Commissioner Rachelle B. Chong

Commissioner Susan Ness

Joseph Farrell

Julius Genachowski

James Coltharp

Suzanne Toller

Anita Wallgren

Marsha MacBride

Meredith Jones

John Nakahata
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Contract Terms
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EXHIBIT
ADDITIONAL SERVICE AGREEMENT TERMS

The provisions contamed in this exhibit shall controi to the extent of any conflict with any provision of the body of this agreement,

COMPETITIVE RATES. OpTel agrees that its ratas for the Services. in the aggregete, shal be competitive with the average
rates for comparable services generally charged by other full service providers of cable television servicas (o “Comparsbie Projects’
(exciuding lower rates offered for speciai promotions of imited duration and rates of any provider opersting without 2 meaninghul net
margin in order to gam subscribers). As used herein, “Comparable Projectt’ shall mean thoge muli-unst residential projects n the
markat area of the Proparty comparabie in quality and size 10 the Progerty.

OpTel shall procesd with dHigence 10 Compiets such repeir 38 00N 38 Any Minor or Major Problam nat fully
aured within the above apolicable designatad tme fame will s congitered 2 “Meterial Faikaw’ under this agresment. uniess such
s due to any event (a8 descoribed in the body of this agresment), however, het even f such deiay 8

axiit; otherwiss, Owner sheil pay the cost of the second audit.

ADDITIONAL INSURANCE REQUIREMENTS ("OpTel shall causs Owner 1 be named as an addiional insured in the
commascial general llability ineurance policy required to be maimsined by OpTel pureuant 1 subsection 10.a of the body of this
agresment. Further, upon request, OpTel shell provide Owner with & cerificals evidencing thet such insurance coverage @ in ful
force and effect.*] ["Nowithetanding Section 10.a() of the bady of this agreamant, OpTel shall maintain commercial general tisbulity
iNSUrance on an ocourence basis with limits of ablly of not iess than $2,000,000."] ["All insurance 1o be maintained by CpTel
pursuant 10 Section 10.a of the body of this agresment shall be issusd by INgUraNCe COMPANies having & rating of A<Vl or betier
according to the current issus of Sest's iInsurance Reports.”]

CONFIDENTIALITY. Neither party, nor any of its partners, oficers, employess. agents or consultants, shall diacicse sny of the
financisl or service \erms of this agreament to any person ar entity without the prior written consent of the other party; provided,



the foregomg provision. Further, nesther party shall be in violstion of te | NG provisien a8 tt pertaing 10 seid party's
smployeas or 2gents 1o e exaent that such party undertakes reasonable good farth to preciude its ampioyses or agents from
making such unauthorized disciosures. Provided that OpTel instructs aif such parties that the mformation comained i this
agresment is confidential, OpTel may disciose any of the tarms and provisions of ths agreement 1o any prospective purchaser of
OpTel or any of its assels or any prospective lender of OpTel of to any entity now of hereatter affifiated with Op Tel without being in
violation of the foregoing provision.

8. RENEWAL; COMMENCEMENTDATE OpTel or an entity affiatadwith OpTel is armently providing Services 0 e Proparty
pursugnt to that Agreement Jdated 19__ originelly betuaen

_aa the owner of the Property, and ,38 Operater (the “Exiting Agreament”). This

agreernent is in renewal, but not extinguishment, of the Existing Agreement: provided, however, ail terms and conditions goverrung

the subject matter hereof shall be governed by the terms and conditions contained in tg agresment. This agreement CoNStASS the

antire sgresment betwesn the parties with respect to the Servicas. Nolwithetanding Section 2 of the body of this agreament,

-merm. g:?_;muahwmfmofmqmmmummmwsuymw

and

9. SYSTEM COMPATIBILITY. Al parts of the Systam installed by OpTel will be compeiibis with any local services that are
required to operats with the System.

10. NEW CONSTRUCTION Owner, with raspact 1o the constructionof the improvements an the Property. and OpTel. with reapect
to the instalistion of the Systam, each agres faasonably © with the ofher in an eoffort 10 speed construciion and reduge
costs. In particular, Owner 3gress 10 coondinets with OpTel 3o that OaTel can muke use of the common uiillly Yenching in
connaciion with Op Tel's insmaliation of the OpTai shail inatall the manber of cable lalevialon culiess it sach Unt as re@ired
by Owner's construction plane; however, if danires more then 3 ouliets in any Unil, Owner shall be rasponsibi for the cost of
the installationof such additional cutiets.

11. PAYMENT OF OWNER'S REVENUE SHARE Nowithetanding Section 3 of the body of this agreament, Owner’s Revenus
" Share shall be paid in arreers 1o Owner's address for noticas within Krty-five ditvs afterthe end of each quaner.

12 OPTEL'S WAIVER OF INSPECTION Section 4.2.(ilf) of the body of this agreament, “OpTel's inspection”, is hereby deleted
from the agreement. OpTel has reviewed the physical condition of the Property and has determined that & is \echnically feasible for
OpTel to deliverthe Services to the Preperty,

13. ACTIVATIONDATE. Notwithatanding Section 2 of the body of this agresment, the “Activation Date” shall be the earfier to accur
of (a) the actual date that the Sysiam begins tranamission of the Secvices (which date shall be evidenced by the date reflacted on the
.ﬂub?udsmx“(b) days after the Gffactive Deta. ["OpTel shell send Ouwner writhen nolice of the Activation

14. OPTEL'S RIGHT TO ASSIGN Nowithetanding Section 11 of the body of this agresment, Owner shell have the nght to
withhold hmnmmmdﬂquﬂd(nt-umqnulbwmm; or
afMiiatad Corporation or entity, or afy COrpOration resulting the cormeliimion or mergar of OpTel inte ar with ary other entity, or 10
any person, firm, corporationor other entily scquiring & majority of the issusd snd cutssinging capital stock of OpTel or & substantie!
part of OpTel's assets) if Owner rescnebly and in good fallh detrmines that the propased assignes aannot parform the cbligations
of OpTel under this sgresment. In no event shall Owner be entitied ©© recaive arry congiderationor remunerstion in connection with
any assigryment of this agresment by OpTel, regardiess of whether Owner’'s conssnt may be required in connaction with any such

15. ELECTRICAL SUBMETER Netwtihatanding Section 4.2.() of the body of this agresment, Owner shell have the right 1o
submetar the electricity used by the Systam, and. # the coat of the elsciricity used by the System excesds $20 per month, CpTel
rmmmmmummwwmsm““mmumammumd

electrical submeter.

16. RETRANSMISSION If OpTel inatails any retranamission antenna on the Propitety 10 retranamit sigrasis 1 another property (but
excuding any Sroperty owned by Ownar o an affilets of Ownaer or any entity controlied by Ownar or ary sffillate of Owner), then
OnTel shafl pay 10 Owner Dollars ($ } per month for each rATaNeMisEion ananna 0 installed.




MTSLP SERVICES AGREEMENT

This agreemant (“Agreemment”) is enterad intg | between MuliTechnology Services. L. P., a Texas limited

partnership ("MTSLP") and 2 Texn antnership (“Client”). with reapect to
servicas o be provided to the p s ) !camdk
*he "Property”), cansisting of 232 dweiling units ("Units*) and any additional Units
which may be canstructed on the Property in the future, and as more completely described in Exhibit “I™ and

Wheress, MTSLP is in the business of providing various technoiogy based talecommunication and information
services to high density residential properties: and

Wheress, Client desires 10 make MTSLP's services available to the Property and its residents in accordance with
the terms and conditions of this Agresment

Now, therefore, in consideration aof the mutual cavenants, representations and warrantes hersin conteined, the
receipt and sufficiency of which is hereby acknowledged, the parties hereto agres as follows:

1. MISLP'S SERVICES

1.1 Satvices: Client acknowiedges that MTSLP will be required to incur significant expense and effort 1o
provide equipment, wiring and cable to the Property o perform its cbiigations hereunder. Consequently,
Client acknowiedges and agrees that MTSLP shail have the exciusive right, except as otherwise herein
pravided, to offer the following telecommunication and information secvices ("Services”) during the Term
(hereinafter defined) of this Agreement o the residents of the Property end prospective residents
(coliectively, “Residents”): /ocel and iong distance telephone services ("Telephone Services®), private
cable television services ("Cable Services”), energy management services ("EME®), slecronic mail, voice
mail, and similar personai communications service ("PCS”) and modem shering saevices ("pooling”). As of
the dats hereof. MTSLP has agreed to immaedistely offer the following Services to the Residents:

§ Telephone Services, as more particularly described on Exhibit “1f™;
§ Cable Services, as more particularly described on Exhidit "UI™.

The right of MTSLP to provide Telephone Services shak be subject only to the right of Residents to obtain
Telephone Services from the local exchange carrier (hereinafer, the "Local Provider”) rather than MTSLP
where such option is mandated by iaw.

As EMS, PCS and pocling servicas begin 'o be cffersd to the Residents by MTSLP, each of such
respective Services shall be particularly described on a similar exhidit to be mutualy agreed upon and
made a part hereof by attaching such exhibit to this Agreement.

MTSLP shait also have the exciusive right, from tme to time, to offer additional telecommunication and
information services ("New Services™) to the Rasidents by written notification to Client of its election to offer
the New Services. From the date the New Services are offered o Residents, the term "Servicss® herein
shall be desmed to include such New Services. Tha New Servicas may include, without limitation, any
video, data and voics communication mediums which use the equipment, wiring and/or cabling of MTSLP,
or direct broadcast satellite (*“DBS") which may be utiized in ieu of centain of such equipment, wiring or
cabling. At the time such New Sefvices are oflersd to Residents, each of such New Services shall be
particularly described on a similar exhibit o be agreed upon and made a part hersof by attaching such
exhibit to this Agreement. :

fes.doc
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Design and Instailation:

a) Subject 0 Sections 2.3 and 2.4 below, MTSLP will design, construct, install and maintein such
equipment, wiring ang cabling as it desms necessary for the provision of the Services and acconding to
reasonably prudent canstruction practices (hereinafter, the "System"). MTSLP will use its best efforts to
work with Client regarding scheduling the uss of he Property and to make as few deviations from
exising wiring and cabiing (if any) as possible, uniess circumstances reasonably requirs such
deviations. MTSLP will restore or repsir as near to original condition as reasonably possible any
physical damage resuiting to the real property and improvements on the Property from the work of
MTSLP in connection with such instalistion. MTSLP will provide a written schedule of construction to
Client and will provide periodic updates to Client as the skuation requires it in addition, MTSLP will
provide as-built drawings of the wire and cabie installation.

b) MTSLP will install Cable and Telephone outiets pursuant to the following requirements:

Unit Type # Cable Outists 2 Talaghone Quliets
One Bedroom: 3 4
Twe Bedrooms: 4 5
Three Badrooms: 8 (-]

Cast to Cllent for each additionsl outiet Cable: $23.00; Telephone: $26.00.

Ratag: MTSLP shail detarmine the rates to be charged Subscribers (hereinaftar defined) for the Services
taking into account compatitive market conditions, its cost of providing each of the Services and such other
factors as it shall deem appropriste in its sole discretion.

2) The rates charged by MTSLP for iocal Telephone Services will be less than those charged by the
Local Provider for similer features and services. MTSLP shall not be required to compets with rams
not generally available or those availabie only in conjunction with promotions of a duration of six (6)
months or lees;

b) The rates charged by MTSLP for long distance Telephone Services will be lese than thcse nomally
availabie rates charged by MC!, Sprint and ATAT for similer residential services. MTSLP shall not be
required to compets with rates not generally available or thoss available only in conjunction with
promotions of a duration of six (8) months or less;

c) The rates charged by MTSLP for Cable Telavision Services will be less than those charged by the
local franchise cable television company for similer programming and services. MTSLP shall not be
required to compete with rates not generally available or thoss available only in conjunction with
promotions of a duration of six (6) months or less.

d) MTSLP shalt have the right, at its sole discretion, and subject to the parameters contained in this
section 1o increase its fees and charges for Services provided under this Agreement. Client shall be
notified in writing thirty (30) days pricr to the effective date of any increasas.

The technicians used by MTSLP shail be quaified to perform installation, service
and repair wark on the Systam. MTSLP shal use ressonable efforts to provide secvics response equal to
or better in quality and response time than the Locai Provider, if sny. (See appropriats exhibi for additions!
servics/maintenance terms and conditons.)

Ravanues: Subject to applicsbie provisions of the exhibits, mswmumbﬂ?quuu
collected or arising from the deiivery of Services to Residents. Client shall not be responsibie to MTSLP for

2

11273/98)



EXHIBIT “It*
TELEPHONE SERVICES

The MTSLP Servicss Agreement ("Agreement) shall be sudject (o the addiional terms and conditions crovided in this Telephone Services
Exhidit. Uniass otherwise provided harein, defined terme shall have the same meaning 38 in the Agreement.

MISLE's Rpepongibijiifes
1. Geneni

11 MTSLP snaft have the exciusive right to offar Telaphone Services 1o Residents, subject oty to tha nge of Rasidants, f any, ta cbtain
Telsphone Servicas from the Local Provider rather than MTSLP.

12 MTSLP wil maintain ang repeir 1he Systarm (0 kees % in a wok-cluss cparaiing condifen. The respense objecive for "siures which
matenslly sffect he operation of the Syslam or provision of the Service ("Majer Failwres”) a8 detarmined by MTSLP shall be 4 hours. The
for a8 other failures ("Miner Failures”) is 24 nours. previded thet this work will be performed during business deys and ¥ an

s required the reapenss shall e within 48 hours. Such time peried will comymenas upon notifigalion to MTSLP by 3 Subscrber

or Clamt. MTSLP will respond to any and afl sarvics ‘allures within & period of ime thet ie egual to , or bettar han e local proviser. Cllant
Proparty rlnagement I notify MTSLP 38 soon as posalie i § becomes aware of a problem with Telsphane Services © 3

R MTSLP will design and angineer the teleghone functions and componants of the Systam to b compaiibia wilh the Local Provider.
22 MTSLP will install an NEC Amarice NEAX2400 iMQ or companbie private isiaphone systam in the Centrel Room pravided on the

23 MTSLP wil coordinate the instsitation of all Telashone Services a the Proparty wilh the Local Provider.
24 MTSUP wil contract and supanvise the inetalation of the wiring to be ingtalied twoughout the Property 'o provide for the System.

28 MTSLP will contract and suparvise the instaliation of the intemal wiring in sach UnRk on the Property, and the wiring connecting that
Unk with the underground cable terminstion points et the end of sach buiding.

28 MTSLP will contract and supervise the instaliation of s canneciors, boxas, jacks, ground snd surge protection materials required for
the Syswem.

27 MTSLP wil caordinale with Cliemt any changes 10 the original wiring design ullizing 3 writen change form (‘Change Order”) which
must be sBpraved and signaa By both Clent and MTSLP. Aggroval of any such Change Order shall not De unraasonadly withheld or delsyed.

28 MTSLP will provide an £:911 disling line for !he pool 488 ang Neslh canter &t O charge. The iniial westherproo! talaphane
instumant for the poot location will be at MTSLPs expense, health cantar phone will be provided by Client.

29 MTSLP will provide isisphone ine for imamuilding connectivity snd will coordinala the activation of the water meter reading syatern
with Client's arovider.

210 MTSLP wil provide one talaphone jack in tha master decdrcom cicsat of sach unit for Cllent's intrusion alamm system manitoring.

1 Qosratian

LR MTSLE wil cperste the System on the Propenty. Al changes in Telephone Servians wil be performed By MTSLP, Al nermal repar
servian for the System will be the responsibily of MTSLP and will be Derformed sl o ex¥YB Gomt 10 the Subscribers or Client except in casss of
negligence, misuse or willkd damage or destruction. New servics, chenges in service and specisl featiires service wil be billed % the ordedng
party R eniablished rame.

i3 MTSLP wift grevide brochures and markeling maierisls relalive io the Teisphone Services on the Preperty.



u MTSLP wiil bl iis Talepnione Servicas manthly. Such billing wifl delinesta the local disl tone charge, the enhancad featwre
and he long distance chaMes ncurred during the diling period. Mbmqumwﬂum«dmu&QSuuﬂ:ﬁ;

34 MTSLP agreea 'o be reasonsibie for the coste, if any, charged by the Local Provider for bringing ail necassary talephone unk lines
from its facilties to the Praperty’s peint of demarcation in order to pravide Teispnone Servicaes to the Progerty.

is From and afer MTSLP's activation of the PAX switch, MTSLP will previde, at ne cost to Cliant, normail and customary locai dlal tone
and ug lo six (8) telephane inatrumenta o the Managementieasing offices on te Propaty. Long Distancs charges will be at the iowest rate
aveilable from MTSLP. In addition, a property-wide voics Messagng service will be sveilsbie to the lessing staff to send Messages
Subseriders of PrivatePhoned.

s MTSLP wil provida local dial tone telephone servics for any resident ampicyes who subacrides 10 PrivataPhone®.

4.1 Cliart agrees to provide MTSLP the rigit te utliize all wiring inside ihe bulldings ang elsswhers on the Propenty, £ sny, in order 1© fulil
that MTSLP shatt not inkisit the use of the Prapenty snd wirlng owned By Clent oher than o8

8.1 Clant will provide acoses to the Propenty for instatation of inside witing in asen Unk and sach building, and for the 'gying of aable
mnmmammMMﬂywwwmmM .

33 Cliont will provide scheduling coordination of MTSLP and ather CONYESDrs dwing conalruction 90 88 16 Minimize damage 10 MTSLP
abiing (sid on the Property, and will etaure restoration af any instafled cabie shouid it be demaged by other conractors.

$3 Cliont will work with MTSLE on the iocatian of wiring terminalien points (phene jacks) inside each Unit, ar the end of each Duilding, 1o
manimize tha sasthetic value of the inatalistion, and 1o minimize the cost of the instalietion as well

454 Clent will coardinale with MTSLP any changes 1o ihe onginel wiring design willising 3 writan change forn ("Changs Order”) which
myst be aporaved and signed by both Client and MTSLE. Clent's approval of any such Chengs Ordar sheil nat be unmessenably withheid or

LY | Client will, prior to MTSLP's activation of the PEX switgh, provide a seperately metered, dedicaled, permanent, power sourca o the

s Coacion

6.1 Chients Property management will provide each Masidant wilh the infial sign-up form and options reiative to the Telephane Services
and wil alffer the Telephone Servicas as s Property amenily and vaius for Residerns.

82 Property management will forward 18 MTSLP the reguired 60Suments of follow 1he Procedures recessaly 10 eetabiish Service for
new Rasidert on the Property, but will not be required o do additional Telaphone Servicas marketing or ssies.

T. Prica angd Peymant

7.1 Excagt as olherwise provided in Sections 2.3 and 2.4 of the Agraement, MTSLP shall bear al costs associsied with the instailstion of
the Systam and provision of the Telsphone Servicas io the Praperty.

72 MTSLP shat pay Cllant, wilhin thirty (30) days of the end of each quaner, a royslly Desed upen e gross colleciad revenus (gross
revenue less any bad dedts) times the percantage factor appropriste for the level of Subsarber panetration achieved as per the following

ALaflalls % of Coliacteg Gross Reveruss
0-80 5.0%
5180 6.0%
6170 7.0%
71-80 8.0%
81-90 9.0%



m}»t _

' 91.98 10.0%
96-100 12.0%

m-mww«ummmmmummmumrmsm«wbymww«
Occupied Units within the Property. “Collected Revenues’ mesns the sctual amoun of Service Revenues diled % Subscrbers within the

property less an alowance for uncoliectibie accounts. “Allowancs for uncoliectad accounts’ means the actual Ged Debt experence of MTSLP
a8 a percent of lotal service revenus for the previous Saiendar year.

Cliemt (inttate) MTSLR
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EXHISIT "1
CABLE SERVICES

Thhcaiqsm Exnidi, a3 referenced in the MTSLP Servicas Agreement ("Agreement”), shall da made 4 part of and udject 19 e terme
and conditians of Lhe Agreement and the agditional teams and conditions provided in this Exhibit.  Uniass otherwise provided hesein, defined
terrna shall have the same maeaning as in the Agreemant,

MTSLP RESPONSIBILITIES

1. Qeneral
1.1 MTSLP shail have the exclusive right o offer Cadie Services to Residents.

13 MTSLP shail offer a minimum of forty one (41) basic ana premium cabia channeis inilelly, and will at all ¥nee offer pregranming
options that sre equsl 10, or belter than the local pravider, The programming opliens srevided % 1he sreparnty wil be incremsed Yom lime io time
30 88 not 10 pisas the property at 3 Markaling disedvantage compaired \a other e propertias within a five mile radiua of he property.

13 MTSLP shail use e Dest offors (o provide Cable Services, including meintananes snd repalr, aqual 10 or petier In quality (with the
exemspion of HOTV appiications) than the services provided by the Local Provider, and 0 mest or ceed ol mandsiory standards of the
Natienal Cable Teigvision Associstion or other standard setting organizations for he privale cabla talevision indusiry, as i sfect on he date

1.6 MTILE wil meintain and repair the System (0 kase 4 in & frat-Ciges eperaling conditien. The response ohjsaiive for falres which
raterally sffect the cperation of the Sarvicas ("Major Falures™). se determined by MTSLP, shall be 4 hours. The rapense objective for miner
falras is 24 hours, provided that this work will be performed during businase and if an on-sild rEEPONSe is rEqUIMG the rEepPONse cdjective
shall be 48 hours. Such tme periag will commencs upon neiflemtion t by & Subsoriber or Cllent. MTSLP wilt respond  any and
service fallures within  periag of me that is egual (0. or Batter then the loeel srevider. Clent agrees to cause is Property managemant o notify
MTSLP as 300n 88 posaidie if R becomes sware of 8 problem with Cabls Serviass 1o 3 Unit or the Property 0 general

3

Y [oasmiiatien
‘21 MTSLP will install the cabie telavision companents of the System in the Centrol Room provided on the Progerty.

2 MTSLP will contract and supervise tha instalkalion of the wiring, infrasiruciure work (I any) io be installed throughout the Property o
provide for the Systam on the Property

a3 MTSLE will contract and Supervies the instalistion of the intemal wiring in aach Unit on the Progenty, and ihe wiring connecting that
Unit with the underground cabie amnination paints at the end of sech building,

24 MTSLP will design and engineer the cable telavision compenants ang funciions of the System in full camplience with mandatory
industry standards snd Federsl Comvmunications Commigsion (FCC) raguirerments.

r X MTSLP will pravide sil required conneciors, boxes, jacks, ground and surge profection Melavists required for e Sysiem.

28 MTSLP will provide an in-house Property Channel and the equioment necessary for oparating such Property Channel, This does nct
inciude an an site personal computer for Cliert to scoses the Property Channel

27 MTSLP will furnigh ot its expense 8 security channel which will droadcast Ive video of tha main securtty gate. MTSLP witl provide the
inkial camers for video imaging.

1 Qeartians

kX MTSLP wil opersia the Systemn on the Property. All changes in Cable Serviess wil be the respansibillty of MTSLP. Normal repair
setvics will Do perforned at ho adational coat 1o Subscribers or Client excast in cases of negligenss, misuse or williul damage of destructian.
Neow Servica, changes in service snd spacial fealres will De billed 1o the ordering party at estabiished rates.

32 MTSLP will provide ail rochures and markating matarials for the Cabis Servicas on the Property.

A& | MTSLP wit oifl for s Cable Servicas monthly. Such biling wil delineass charges for basic and pramium Cable Servicss. Al billing
questions wifl be handied between MTSLP and the Suecriber.

34 MTSLP will provias free expanded bagic Cable Servicas to the clubhouse and to any resident empioyes.
1



|
|

4 [oataliation

4.1 Cliant witl provide accees o the Property for instaiistion of inside wiring in saeh Unit and each building. and for the laying of cable
throughout the Property in 8 prascribed routing mutiially agreed 10 between MTSLP and Client.

43 Client wil pravide scheduling coordination of MTSLP and cther contractors dusing construction 30 as to minimize damagde % MTSLP
cabling iaid on the Property. and will insure restoration of anty installed cabie should it be damaged Ry other contractors.

43 Clignt will work with MTSLP on the lecation of wiring terminstion points (CATV jacks) inside each Unit, st the end of each bulding, to
MAaxIIe he sesthetic value of e instaligtion, and to maximas the cost efficiency of the inataiaton, a8 well.

5.1 Chants prapeny mensgement will provide each Residant with the inilial sign-up form and options relstive o Cabie Servieas, ang will
promete the Cabie Sarvices as a Preperty arnenity snd value for Rasidents.

52 Progerty management will forward o MTSLP the required documenta, or fallow the procadures necssasary, I establsn 3 Subscriplion
for Cable Servicas far & new Resiient on the Propernty, dut will nal de equired to de addiional Cable Services markating or saies.

s Brise and Pavment
8.1 Except a8 otherwise provided in Sections 2.3 and 2.4 of the Agreement, MTSLP shall beer all cosia associsied with the inamilstion of
e Systern and provision of the Cable Services on the Property.

62 MTSLP? srall pay Cllent, within thirty (30) days of the end of esch quaneyr, & oyally Based uUpon the Jress collecied revenus (gress
revenue iees any bed debia) times the Dercantage facier appropriate for the level of Subscriber penetration achieved a8 per the following

schedule:

Saltinks % of Collacied Grass Ravenuas

050 5.0%

5160 4.0%

81.70 7.0%

7180 8.0%

§1-80 92.0%

. 91.88 10.0%

98-100 12.0%

*Sennirstion’ means Ihe number of Unils within ihe Prapenty 1o which MTSLP prevides Cable Servicas divided by the tolal Aumber of Ogoupied
Unin within the Propenty, *Collecind Ravenves” means the sctusi amount of Sasvice Revenuss biled 1o Subecrbers Wilin the sroperty 'ess a0
aflowance fer uncoliectibie sccounts. “Aliowance for unaaiecisd sccounts” means the actust Bad Dent experience of MTSLP as 3 pereent of
total senvics revenue for the previous calendar yeer.

Client (Inials) MTSLP
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_MultiTechnology Services
Pumrdcn n Report - By Market
. As of Decemter 31. 1998

!
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Noof Aval.  Qeo.
Propenty Name Apty, _ Umts  Usts % Occ. Subs % Pen

Daies Market _ , . , ,
New Construction - Mature  19.078 19078 17.189  90.1% 12278  T14%
NewConsruction - Ramp 1971 1712 1261 737% 1142 906%
Retro - Mature | 4435 4435 4208 948% 3083 72.4%
Retrs - Ramp up . - . 00% _ - 0%

Total Oales Market 25482 25223 22688  89.8% 16483 728%

Austin Market , , _ ‘ ‘

NewConstrugtion - Meture 2508 _ 2588 2257  872% 2171 96.2%
NewConstruction- Rampup _ 1.126 926 323 35.0% 270 83.6%
Retro - Meture . - - . 00% - 00%

Retre - Ramy up . . . 00% _ - 00%
TotalAustn Markel 3714 3812 2500 T35% 2441  94.6%
San Antonie Market — . . .
NewConetruation - Matwe_ 3.582_ 3582 3201  80.4% 2956  923%
NewConetruotion-Remp - - = - | 00% - 0.0%

Rewo-Matwe . . . oo - 0.0%

Retro - Ramp » . : . 0.0% : 0.0%
TosiSanAmonoMerket 3582 3502 3201 89.4% 2958 92.3%

1200 890 742% 704 79.1%
 New Construgtion - Rempup 436 438 38 78% 32 789%
380 332 88.7%_ 288 80.1%

Rewo-Rempw . . T . 7 oow __. 0.0%
TowiHoustonMarket 2019 2019 1008 _79.3% 1292 %0.5%
PhoenisMerket ﬁ

NewConstrugtion-Matwe 320 320 200 934%. 231 T7TI%

New Construction - Ramp wp _ 492 _70 ¥ 0. 0% 19 50.0%

Retro - Mature .= - - _0.0%: - 0.0%

Raetro - Ramp up gﬂ 292 !. 4% ggc_ Gﬂ.ﬂ'b
“otal Phoerx Market ) 1,312 . 8 - 629 . 752% 484 12.2%

New Construction - Mature . - . L 00% - 00%
New Construction - Rampup 630 630 188 56.3% 388 100.0%
Retro - Mature . - .= 00% - 00%
Retro - Ramp wp - : . 0.0% - 0.0%

otalAewaMaest 830 630 385 S83% 388 1000%

UbuguerqueMerket o _
NewConetruction.Metwe . = - - __00% - = 00%

New Construgtion - Ramp up 02. 602 310 _s1.5% __ 281 810%
Retro - Matwre . e ® 00%___ - = 00%
Rm !w w - - - 0.0%- - 0.0%

‘otal Abuguerque Market 802 802 310 S15% 281 810%

FCCCABLE XLS Penet 2/3/97 10:54 AM Page S




_ . _MultiTechnology 3ervices
Penetration Report - By Market

| T AsofDecember 31. 1998

Total 7887 30434 21380 86.0% 24238 7%

T T _ CABLE
Noof Avad  Qes

‘ Progeny Name Apta, Ut Uets % Qcc Subs % Pen

New Construction-Mstws - - . 00% .  00%

New Construction - Ramp up 318 30 14 46.7% 3 21.4%

Retro - Msture - 0.0% 0 0%

Retro - Ramp up - - - 0.0% - a0%
Total Denver Market 318 0 14 48.7% 3 1 4%
Las Vegas Market

New Construction - Meture - - - 0.0% - Q0.0%

New Conatruction - Ramp up - - . 0.0%: - G0%

Rewro - Matwre - . : 00% - 0.0%

Reiro - Ramp W - = . 0.0% - 0.0%
Total Las Vegas Markst . . < _ 00% . 0.0%
CompanyTotad = _ A ) ]

New Conetruction - Mature 7 20768 28788 23.438 89.1%. 18,340 78.9%.

New Conetruction - Ramp up 5573 4410 2684 809% 2342 473%

Retro - Malure 4,818 4818 4538 942% 340 8%
| Retre - Ramp wp 500 440 292 S04 04 89.0%

FCCCABLE XLS Penet 27397 10:54 AM
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